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This study examines the participation and retirement decisions of mature aged 
workers (defined as 50+ years) in Australia. Despite increasing interest in 
understanding the factors involved in the decision of mature aged workers to 
participate or withdraw from the labour market, a number of key questions 
remain unanswered. The goals of this study revolve around three research 
issues. These are the identification of: methods to increase participation of 
mature aged workers in the labour market; barriers to participation and the 
costs and benefits (both financial and non financial) of engaging mature age 
workers from both an employer and employee perspective. 
 
An interdisciplinary approach was taken in this research with the complex 
issues surrounding the participation of mature age workers in the labour 
market examined using economic and psychological theory. Questionnaire 
based data was collected via a mail out to 3,000 members of the National 
Seniors. 
 
The findings indicate that factors influencing the withdrawal / participation 
decision exist at three levels. First structural economic and public policy factors 
impact on the welfare of individuals in the later stages of their working life. 
Second, organisational attitudes and policies impinge on the recruitment and 
retention of mature workers and third, individual factors such as motivation, 
perceived stereotypes and economic status influence the decision to withdraw 
from work at a personal level. Based on the results of these surveys 
recommendations are made to improve the maintenance of labourforce 
engagement of mature age workers in Australia. 
 
 
Keywords: mature age workers; participation; barriers to participation; 
economic status; gender differences in employment; employment attitudes. 
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Background 
 
Australians are living for longer than ever before. Paradoxically, however, workers are 
withdrawing from the labourforce at earlier ages than in the past. According to the 
Australian Bureau of Statistics (ABS) in the working age population, defined as 15 to 
69 years, 79% participated in the labourforce during the year ending February 2005. 
The highest proportion of workforce participation was amongst the 20 to 24 year age 
group at 90%. This contrasts sharply with the figures for mature age workers. 
Amongst those aged 55 to 59 participation rates drop to 69%, well below the national 
average, before falling even further amongst the 60-64 year age group (48%) and 65 
and over (20%). (ABS, 2005). While there are varying definitions of what constitutes a 
mature aged worker across industries, for the purposes of this paper a mature aged 
worker is defined as someone over 50 years in line with the National Seniors definition 
of “senior”. (NSA, 2005) 
 
The experience of early retirement has immediate economic consequences, however 
it should also be considered in light of the welfare of the individual, society and 
economy. This trend is not unique to Australia. Taylor (2003) reports that with the 
exception of Japan mature aged workers across the Organisation for Economic Co-
operation and Development (OECD) are withdrawing from the labour market at a 
disproportionately higher rate than other age cohorts. He points to changing industrial 
structures, privatisation, outsourcing and the general ‘de-layering’ of organisational 
structures as having a disproportionately high impact on mature workers who tend to 
be targeted for redundancy or early retirement.  Moreover, public policy initiatives in 
countries such as France and Germany have explicitly targeted the removal of mature 
workers in favour of younger workers (Taylor, 2003). 
 
The realisation that, over the coming half century, labourforce participation rates could 
decline from, say, two-thirds, to around one-half, has resulted in ageing issues 
emerging as a leading priority on the policy agenda.  Taylor (2003) neatly captures the 
mood, finding “… there is an increasing realisation that, against a backdrop of 
population ageing and threats of labour shortages in the future, there is an urgent 
need to end policies that encourage early exit and move instead to those based on 
integration and retention [pp. 555]”.   
 
The challenge for empirical researchers in the field of active and productive ageing is 
to place a cogent structure around what is, essentially, a normative statement of 
beliefs, goals, outcomes, and, to an extent, values. To commence the discussion, we 
consider a popular definition of productive ageing, provided by the National Seniors 
Productive Ageing Centre, Australia: 
 
“Productive ageing refers to the promotion and organisation of a lifestyle 
which enables seniors to participate actively in the economic and social 
advancement of the nation in a manner that will ensure they are 
contributors rather than dependants, while having the added benefit of 
enhancing their own health and well-being.” 
<http://www.productiveageing.com.au> 
 
One of the central ideas from the productive ageing literature is the notion that 
traditional views of work are changing. Such ideas are challenging the economic 
orthodoxy as it relates to labour markets, where analysis considers a simple 
dichotomous decision (work or retirement, participation or withdrawal) based on 
income only.  Hence the role of consumer preferences is central to investigating the 
participation decisions of mature workers, in concert with traditional economic analysis 
surrounding the budget constraint. 
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Consequently the central focus of this study is on identifying what factors account for 
the sizeable decline in the propensity for mature aged workers to participate in the 
labour market. The theoretical construct motivating this study is microeconomic in 
nature, specifically, the theory of consumer behaviour.  Consumer behaviour theory 
considers problems of choice. In the context of this study, the choice under 
consideration is that made by mature aged workers as to whether to participate or 
withdraw from the labour market. The key advantage of this theoretical framework is 
the incorporation of both the mature aged worker’s budget constraint and their 
preferences. This allows both economic and psychological techniques to be used in 
concert to improve our understanding of labour market participation by mature aged 
workers.   
Trends in labour market participation 
 
The topic of participation rates in labour markets amongst mature aged workers is 
a leading issue on the public policy agenda. Major studies from various 
Government agencies, including the Intergenerational Report (2002), the work of 
Commonwealth Treasury economists, Gruen and Garbutt (2003), and the release 
of the Productivity Commission’s (2005) report have made important contributions 
to the debate. While each study explores various aspects of the debate, one area 
of commonality is the identification of the heightened trend toward early retirement 
of mature workers in Australia.  Motivated by these previous studies, the following 
section considers the issue of structural decline from a compositional perspective 
to further inform the stated research questions. 
 
The participation rate in the Australian labour market has remained between 60% 
and 65% over the past quarter of a century. While economy-wide labour 
participation has remained relatively constant through time, a simple sort on 
gender provides the first clues as to the radical compositional shifts occurring in 
the domestic labour market. 
 
The participation rate over time shows a long term decline in male participation, 
which is being more than offset by a burgeoning increase in the female 
participation rates.  In the mid-1970s, the male participation rate was in excess of 
80%, declining to less than 75% at the turn of the century. In contrast, female 
participation rates were less than 45% in the late 1970s, exceeding 55% today 
(ABS, 2004).  While other researchers have investigated the issue of gender and 
participation in detail (Blau, 1994a and Borland, 1995; 1997), the key implication 
for this study is that the evidence suggests that males have a higher propensity to 
withdraw from the labour market more readily, while females are offsetting these 
impacts by a trend of increasing participation. 
Age cohorts 
 
A second strand of literature has identified the important role of age in 
understanding compositional trends in participation rates (Woodland, 1987, Evans 
and Kelley, 2002a; 2002b). For males the trend has been for an acceleration of 
withdrawal from the labour market, as well as a marked decline of participation for 
mature workers, particularly the age group 55 through 65. Female participation 
trends by age cohort again exhibit the rapid rate of withdrawal from age 54 
through 65. However, the overall trend in the female cohort is one of greater 
participation across all age cohorts  
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Labour supply decisions can be thought of as a continual, life-long process.  A 
simplified, stylised view of this continuum commences with individuals attending 
school early in life, participating in the labour market through the majority of their 
life, and then making withdrawal decisions regarding retirement later in life.  At any 
point in time, the economy-wide labour supply is given by summing the work 
choices made by each person in the population.  In the long run, total labour 
supply also depends on the fertility decisions made by earlier generations (Borjas, 
2005; Productivity Commission, 2005).  
 
Over the last quarter of a century, Australia’s participation rate has increased only 
marginally (by approximately 3%), standing at 61.5% in 1980, and in March 2005, 
64.5%. However, the composition of the labourforce has changed radically. In 
1980, the male participation rate was 78.6%, with females at 44.7%.  As at March 
2005, male participation has declined to 71.6%, while female participation has 
increased to 55.6% (ABS, 2005). In the past 25 years male participation rates 
have declined by almost 10% (-9.8%), while female participation rates have 
increased by approximately 25% (+24.4%). Moreover, the compositional revolution 
in Australia’s participation rate is not limited to changes in gender, but also age 
(ABS, 2005). 
 
Economists have developed ‘life-cycle’ models of labour supply that seek to 
understand variations in participation. The seminal work by Gilbert Ghez and Gary 
S. Becker (the 1992 Nobel Laureate in Economic Sciences), in “The Allocation of 
Time and Goods over the Life Cycle [1975]”, argues that individuals will generally 
find it optimal to concentrate on work activities in those years when the wage is 
high and to concentrate on leisure activities in those years when the wage is low.  
Life-cycle theory suggests that individuals consider participation decisions against 
changes in their ‘evolutionary wage’, which describes how that wage for a 
particular worker evolves over time. Using a ‘mature’ worker for illustration, the 
theory suggests such an individual will find it more rewarding to undertake more 
hours of work at, say, age 50, build on life-time wealth, and withdraw 
(retirement/leisure) at some point in the future when the trade-off between 
participation and withdrawal is skewed toward the retirement/leisure option. In 
short, an individual will work few hours in those periods of the life cycle when the 
wage is low and will work many hours in those periods when the wage is high 
(Borjas, 2005). 
 
A survey of the empirical evidence suggests that the theoretical predictions of the 
life-cycle model (labourforce participation and hours of work) are consistent up 
until age 50 (Bullard and Feigenbaum, 2004). That is, a positive correlation exists 
between participation and hours of work (with hours of work positively correlated 
with the wage rate).  However, for mature workers, this theoretical/empirical nexus 
is broken. Leading Harvard University labour market economist George Borjas 
(2005) notes  
 
“… the decline in labourforce participation rates observed after age 50, 
however, is much too steep to be explained by the wage decline that is 
typically observed for mature workers near retirement age … the rapid 
decline in participation rates at mature ages may be health related and, … 
may also be attributable to the work disincentive effects of various 
retirement and disability insurance programs. [pp. 73]”. 
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The limitations of the life-cycle model in fully explaining the participation rate of 
mature workers raises the following question: what factors account for the sizeable 
decline in the propensity for mature workers to participate in the labour market?  
More generally, how do mature workers determine the participation/withdrawal 
trade-off?  Notions of consumer choice and trade-offs between competing 
outcomes are central to microeconomic analysis.  The economic theory of 
consumer behaviour provides tools to assist researchers in resolving such 
problems (Pindyck and Rubinfeld, 1992).   
 
At the heart of the theory of consumer behaviour is an examination of consumer 
preferences. These incorporate idea of non-price factors (utility, satisfaction and 
psychology) and budget constraints. The combination of consumer preferences 
and budget constraints together determine individual choices to participate in or 
withdraw from the labourforce. Given the preferences and limited incomes of 
mature workers, this study seeks to provide positive insights into the controversial 
issue of what combination of work and retirement/leisure will maximise satisfaction 
or utility. 
 
Given the central role that utility plays in the framework, this study conceptualises 
utility using the definition of Pindyck and Rubinfeld (1992), where “utility is the 
level of satisfaction that a person gets from consuming a good or undertaking an 
activity … utility has an important psychological component because people obtain 
utility by getting things that give them pleasure and by avoiding things that give 
them pain [pp.84-5]”.  Using the consumer behaviour framework as a guide, a 
survey of “economic” factors (budget constraint), followed by “psychological” 
factors (including organisational influences) is conducted to provide a theoretical 
foundation to the process models of participation and phased retirement. 
 
Aims of the Study 
 
Despite increasing interest in understanding the factors involved in the decision of 
mature aged workers to participate or withdraw from the labour market, a number of 
key questions remain unanswered. The goals of the study are captured within the 
following research aims: 
 
• To identify how to increase the participation of mature aged workers in the 
labour market; 
• To identify barriers to participation; and, 
• To identify the costs and benefits, price and non-price, to engaging mature 
aged workers from the perspective of the employee (supply-side) and 
employer (demand-side). 
 
Methodology 
 
Data in this study was collected in two phases. In Phase 1 data was collected at an 
individual participant level while in Phase 2 data was collected from a sample of 
organisations, both government and non government, operating at the national, state 
and local level. This paper focuses on the results of Phase 1. 
 
Individual response data was collected using a mail out, self-report questionnaire 
developed for the purpose of this study. The questionnaire was constructed based 
on theoretical and empirical literature from both economics and psychology and 
contained 27 scales supplemented with specific questions on variables such as 
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age, gender and tenure. The questionnaire was piloted with a focus group from 
the target sample population prior to distribution. 
  
Sample 
 
Data was collected from a large sample of individuals aged between 50 and 65 
years of age. Three thousand (3,000) members of National Seniors were randomly 
selected from within this age group to participate in the study. Members across all 
Australian States and Territories from metropolitan, regional and rural areas were 
surveyed.  
The total number of completed questionnaires returned to the researchers totalled 
923, representing a response rate of 30.8%. A total of 413 males (45.0%) and 493 
(53.7%) females responded. Of these 17 were not usable for analysis. The 
majority of respondents were not retired (41.5%) followed by not retired and in 
part-time employment (17.5%); fully retired group (13.3%); and, retired and 
engaged in formal voluntary work (9.9%). Part time work is defined by the ABS as 
less than 35 hours per week. 
 
Analysis of Variables 
 
A comparative analysis between the retired versus not retired respondents was 
undertaken for key scales and single item variables. The current health status of 
the not retired group and health status of the retired group at the time of retirement 
was good with the not retired group reporting better health compared to the retired 
group. Across both groups, respondents were positive about retirement measured 
via a seven point scale, with the retired group reporting slightly better feelings 
(5.69) compared to the not retired group (5.32). 
 
Suprisingly given the impact of retirement on lifestyle, respondents engaged in 
relatively little pre-retirement planning. Whilst some differences emerged, the 
focus of planning was on finances with the the top five strategies across the two 
groups being financial planning (not retired: M=3.3; retired: M=3.6), investment 
planning (not retired: M=3.1; retired: M=3.4), planning for retirement benefits (not 
retired: M=3.0; retired: M=3.6), preparation for after-employment life (not retired: 
M=2.7; retired: M=3.1) and adjustment to retirement planning (not retired: M=2.7; 
retired: M=3.1).  
 
Economic well being is critical in ensuring a successful retirement and is based on 
a combination of financial measures. Overall those in the not retired group were 
more concerned about their economic well-being compared to the retired group at 
the time of retirement. Further those in the not retired group were less satisfied 
with their pre-retirement income compared to respondents in the retired group. 
 
In terms of objective pre-retirement income, respondents in the not retired group 
predominantly fell into the $25,001 to $40,000 (24.91%), followed by $40,001 to 
$55,000 (21.05%) and $10,001 to $25,000 (15.79%) groups. Respondents in the 
retired group predominantly fell into the $40,001 to $55,000 (23.30%), $25,001 to 
$40,000 (21.24%) and $55,001 to $70,000 (16.81%) groups. The distribution for 
the not retired group is slightly positively skewed whilst for the retired group the 
distribution of income is slightly negatively skewed. This indicates a larger 
percentage of the retired group, at the time of retirement, fell into higher income 
bands compared to the not retired group.   
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Working in Retirement 
 
The results reported in this section examine issues and factors associated with the 
ongoing participation of mature workers in the labour market. Close to half 
(42.76%) of respondents were either employed or would like to be with the 
remainder (57.24%) indicating that they did not wish to gain employment.  
  
Within the retired population who still engaged in some form of work, the majority 
were employed as professionals (39.29%). The least number of respondents were 
employed in managerial (8.93%) and sales and clerical (12.5%). Of those retired 
respondents who desired employment, the mean number of hours that 
respondents wished to engage in employment was 15.93 hours however the 
actual number of hours worked in paid employment was lower at 12.6 hours. 
 
Interestingly, given the focus on the need for financial security, the primary 
reasons given for maintaining labourforce engagement post retirement were not 
financially motivated. In descending order, the top five reasons for working were:  I 
like to work (M=5.75); I work for the social contact that a workplace provides 
(M=4.32); I work in order to pass my knowledge on to the next generation 
(M=4.05); I need to work for financial reasons (M=3.90); I have not achieved all 
that I want to achieve at work (M=3.40);  
 
Attitudes 
In terms of the scales first, personal organisational attitudes were examined. This 
was done via the analysis of a variable which was composed of three scales, 
organisational commitment, job satisfaction and work centrality. Both retired and 
non retired respondents reported relatively high levels of organisational 
commitment with little difference found between them (not retired: M=5.40; retired: 
M=5.24), job satisfaction (not retired: M=5.31; retired: M=5.26) and work centrality 
(not retired: M=4.91; retired: M=4.97).  
 
Second, perceptions of mature worker stereotypes held by organisations were 
measured. Across the groups, respondents generally felt that organisations held 
positive views of mature workers. Whilst some differences were reported, the top 
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five stereotypes reported by respondents across the two groups were the same. 
These were that mature workers were more mature (not retired: M=6.1; retired: 
M=6.2), more reliable (not retired: M=5.9; retired: M=5.8), more conscientious (not 
retired: M=5.8; retired: M=5.8), possessed special task knowledge (not retired: 
M=5.8; retired: M=6.0) and lower rates of absenteeism (both: M=5.8).  
Organisational Programs for Mature Aged Workers 
 
The not retired and retired groups reported a similar availability of organisational 
programs targeted at mature workers. Whilst some differences were reported 
across groups, the top five organisational programs in terms of availability were 
the same. The top five organisational programs were flexible working hours (not 
retired: M=2.7; retired: M=2.3), mature workers as mentors (not retired: M=2.3; 
retired: M=2.2), job sharing opportunities (not retired: M=2.3; retired: M=2.1), 
training programs for mature workers (not retired: M=2.2; retired: M=2.1) and 
ergonomic measures (not retired: M=2.1; retired: M=2.1).  
 
In general, the availability of organisational programs targeted at mature workers 
was particularly low. The availability of organisational programs across all 
organisational programs included in the scale failed to reach the mid-point of the 
scale. In summary, this indicates that organisational programs, on average, were 
generally only available to a very small extent. 
 
Analysis of the Model 
 
To gain a clearer understanding of the interactions between the variables measured 
on the final decision to maintain involvement with or withdraw from the workforce, a 
structural equation model (SEM) was developed based on the literature.  
 
The SEM undertaken in the study involved the specification of an underpinning linear 
regression-type model (incorporating the structural relationships or equations between 
unobserved or latent variables) together with a number of observed or measured 
indicator variables (Byrne, 1994). By examining the co-variation between the observed 
variables the study estimated the values of the coefficients in the underpinning linear 
model and statistically tested the adequacy of the model to adequately represent the 
processes of participation and phased retirement. 
 
In order to examine retirement status differences across models, multiple group 
SEM was used.  Multiple group SEM permitted the equality of pathways across 
groups to be tested, in this study, the equality of pathways according to retirement 
status.  SEM was also used to examine phased retirement.  The model was tested 
for the purpose of capturing the phased retirement process.  The models tested are 
contained in Appendix 1.  
 
The respective results of the SEMs for participation and phased retirement are 
discussed in the following section and are considered in the context of the stated 
research aims. 
 
Findings 
 
Based on the combined analyses, 12 key findings or relationships between variables 
were found. These are briefly discussed below in relation to the three questions which 
guided the research process. 
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Research Question 1: To identify how to increase the participation of mature 
aged workers in the labour market. 
 
The study concludes that there is an inverse relationship between financial constraints 
and workforce participation of mature aged workers. Pre-retirement income 
distribution for the retired group was negatively skewed compared to a positive skew 
of income distribution for the not retired group. This result, coupled with additional 
findings in this study, indicate that those who are not retired have, in general, less 
financial stability and less satisfaction with income. This is reinforced by the findings 
that those in the not-retired group were more concerned about their economic well-
being, compared to the level of concern held by the retired group at the time of 
retirement. Moreover, the not-retired group was less satisfied with their income, 
compared to respondents in the retired group at the time of retirement. For both 
groups, the multiple group structural equation model reveals that greater financial 
concerns are predictive of less positive attitudes towards retirement.  In short, 
uncertainty regarding financial stability is likely to increase the propensity for mature 
aged workers to remain in the labour market. 
 
Also in relation to financial security, a key determinant of labour market withdrawal is 
an individual’s ability to achieve a high ratio of annual benefits to earnings immediately 
prior to retirement. This is termed the replacement ratio. The OECD (2003) estimates 
Australia’s replacement ratio (measured as the ratio of annual benefits to earnings 
prior to retirement) at between 65% and 82%. Estimates from this study vary between 
67% and 72%. Comparing the incomes of the retired group to the latest budget 
standards developed for mature aged Australians by the Social Policy Research 
Centre, University of New South Wales (2004), four out of ten participants in the 
retired group have a modest consumption function ($17,311 per annum) with a further 
three out of ten having a comfortable consumption rate ($33,797). In short, the current 
study finds that around 70% of the retired group may be motivated by economic well-
being to participate in the labour market. 
 
In terms of attitudes, this study found that mature aged workers who are satisfied, 
committed and view work as a central element to their life will be less enthusiastic 
towards retirement, given their high levels of attachment to their employment. More 
positive personal organisational attitudes are in turn predicted by positive stereotypes 
of mature aged workers and the availability of organisational programs for mature 
aged workers. Findings of the multiple group SEM indicate that a greater availability of 
programs for mature aged workers is predictive of more positive organisational 
attitudes and less positive attitudes to retirement. Similarly, more positive stereotypes 
of mature aged workers lead to more positive organisational attitudes and therefore 
less positive attitudes towards retirement. 
 
The findings above relate to the whole of the sample however the current study found 
some gender differences with respect to mature aged employment. A slightly higher 
percentage of females (43.6%) compared to males (42.6%) in the retired group would 
like to work in paid employment in retirement. Females who currently work in 
retirement reported higher levels of job satisfaction (M=5.6) and work centrality 
(M=4.7) compared to their male colleagues (M=5.4 and M=4.5, respectively). 
Moreover, in respect to pre-retirement organisational attitudes, females (not retired: 
M=5.0; retired: M=5.0) reported higher levels of work centrality compared to males 
(not retired: M=4.8; retired: M=4.9).  
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Research Question 2: To identify barriers to participation. 
 
Based on the finding that higher levels of financial security lead to more positive 
attitudes towards retirement and a stronger propensity to withdraw from the 
labourforce, it is reasonable to state that one of the key barriers to ongoing 
labourforce participation is in fact economic wellbeing. Mature aged workers who fall 
into higher income bands, are more satisfied with their pre-retirement income and 
have fewer concerns about their economic well-being at the time of retirement have 
more positive attitudes to retirement. In light of the correlation between wealth and 
retirement, planning for retirement programs and strategies, particularly those offered 
by organisations that focus on financial planning for retirement, may be inadvertently 
encouraging mature aged workers to withdraw from the labour market.  
 
In the current study, 27.1% of individuals who were retired engaged in some form of 
paid employment.  Of the retired group, approximately two-thirds were involved in 
some form of work choice in retirement (from paid employment through to 
volunteering). Australia is at risk of falling behind international policy standards as they 
relate to phased retirement. For instance, European countries experiencing skill 
shortages have been early adopters of phased retirement policies. The UK 
Government has passed a new pension law taking effect in April 2006, allowing 
retirement distributions to mature aged workers while they are still with the company, 
starting at age 50. The US Department of Treasury has proposed that employees at 
the age of 59 years can commence receiving a pro-rata portion of their annuity. 
Research Question 3: To identify the costs and benefits, price and non-price, to 
engaging mature aged workers. 
 
In terms of the organisational benefits of engaging mature aged workers, the multiple 
group SEM analysis revealed that organisational programs are associated with less 
positive attitudes to retirement and hence, less likelihood of exiting the labour market. 
Moreover, mature aged workers are highly committed, job satisfied and have high 
levels of work centrality. In addition, the not retired and retired groups reported an 
average organisational tenure of 17 and 22 years, respectively. These results indicate 
that mature aged workers not only possess positive personal organisational attitudes 
but also a wealth of experience, skills and organisational knowledge. 
 
From a personal financial perspective, engagement of mature aged workers in the 
labour market may provide economic benefit for the mature aged worker.  
Engagement in the labour market is able to meet the financial needs of mature aged 
workers. Around seven out of ten retired participants in this study were either in the 
modest (four) or comfortable (three) budget standard for mature aged Australians. 
Even participating in paid employment for two days per week (as reported by retirees 
as their preferred number of hours of paid employment each week in phased 
retirement) would provide a material economic benefit to household consumption and 
provide wider benefits to the economy as a whole. 
 
Furthermore, mature aged workers in retirement report engagement in the labour 
market is primarily based on their enjoyment of work, social contact and the transfer of 
knowledge. In addition to a source of income (economic benefit), engagement in the 
labour market for mature aged workers is a source of psychological gratification.  
Research finds that work is a source of personal identity and status and provides the 
individual with a sense of accomplishment, an outcome consistent with the goal of 
‘productive ageing’ of the mature aged worker. 
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Discussion 
 
Maintaining labourforce engagement by mature aged workers is currently a public 
policy issue which is receiving increasing attention due to the ageing of the population 
combined with concerns about the potential cost of supporting increasing numbers of 
retirees. However extending labourforce participation is a complex and multi faceted 
process which requires a deeper understanding of the motivations of individuals to 
retire or continue working. 
 
Predominant amongst the findings of this study is that retirement decisions tend to be 
guided by perceived economic well being. Those who are more secure are more likely 
to leave the labourforce early than those who are uncertain about their financial future. 
This has the flow on effect of creating a situation where the most skilled members of 
the labourforce, who are also in most demand and therefore better paid, are more 
likely to withdraw their skills and labour than those in less desirable and well paid 
positions thus leading to potential skills shortages. Simultaneously, public policy 
conditions exacerbate the early withdrawal of individuals from the labour market by 
providing embedded incentives to choose retirement over work. 
 
Research conducted by the OECD (2004), found that with the removal of labour 
market distortions, participation rates of mature aged workers could be increased by 
up to 15 percentage over the next two decades in Australia. It is timely therefore for 
policy makers to review the balance of incentives affecting the participation/withdrawal 
trade-off for mature aged workers with consideration given to policies that achieve 
actuarial neutrality. It is suggested that all levels of government consider the removal 
of implicit taxes on continued work for the mature aged worker cohort. 
 
The findings of this study suggest that mature aged workers can directly address 
difficulties currently faced by organisations in recruiting skilled employees. Based on 
the benefits of employing mature aged workers the skills of mature aged workers 
match the demands of employers, for example scarcity of skilled workers, poor skill 
levels, a lack of experience and a lack of work ethic (CPA Australia, 2004). The 
retention of mature aged workers as a result of implementing organisational programs 
may accrue an economic benefit for the organisation. Economic benefits include 
decreases in labour turnover, decreased administrative errors, decreased stock 
shrinkage and decreased theft (IRS, 1996). Policies aimed at mature aged worker 
retention are important, with the cost of losing a single position to turnover estimated 
between 30% (casuals) to 150% (professionals) of salary (Lermusiaux, 2003).   
 
Despite the importance of economic factors in guiding the decision to retire, those who 
work in retirement are not primarily financially motivated. Consequently the move to 
enhance conditions to allow for and encourage mature aged labourforce engagement 
will have positive non financial as well as financial benefits. These benefits accrue at 
both an individual and organisational level. 
 
The findings of this study suggest that the nature of the debate regarding mature aged 
workers needs to be changed. Rather than asking ‘what are the costs of recruiting, 
retaining and retraining mature aged workers?’, the evidence presented in this, and 
other studies reporting positive price and non-price returns for engaging mature aged 
workers makes it apparent that organisations need to ask ‘what are the costs of NOT 
recruiting, retaining and retraining mature aged workers?’. A potential answer to this 
question is provided by the Australian Chamber of Commerce and Industry (2003), 
estimating that the 50+ years of age accounts for 21% of Australia’s population yet 
holds 39% of total household wealth, and accounts for 25% of all disposable income.  
The cost of not engaging mature aged workers by organisations is the potential 
alienation of the fastest-growing consumer market in the domestic economy. 
12 
References 
 
ABS (2005), Labourforce Experience, Australia, Cat. No. 6206.0 
 
ABS (Australian Bureau of Statistics), 2002, How long can I look forward to live? 
Mortality projections for 'real' cohorts, Year Book Australia, Special article 
 
ABS (Australian Bureau of Statistics), 2004, Persons Not in the Labourforce, Cat 
no. 6220.0. 
 
ABS (Australian Bureau of Statistics), 2004/05, Labourforce, Cat no. 6203.0, 
various. 
 
ACCI (Australian Chamber of Commerce and Industry), 2003, Managing age 
employment, ACCI Review, May. 
 
Australian Government Treasury, 2002, Intergenerational Report 2002-03, Budget 
Paper No. 5, Circulated by the Honourable Peter Costello, M.P., Treasurer of the 
Commonwealth of Australia, For the Information of Honourable Members on the 
Occasion of the Budget 2002-03, 14 May, Commonwealth of Australia. 
 
Borjas, G., 2005, Labor Economics, 3rd Ed, McGraw-Hill Irwin, New York. 
 
Bullard, J. and J. Feigengaum, 2004, A Leisurely Reading of the Life Cycle 
Consumption Data, Mimeo, accessed at: 
http://www.pitt.edu/~jfeigen/leisurelyreading.pdf
 
Byrne, B., 1994, Structural Equation Modelling with EQS and EQS/Windows - 
Basic Concepts, Applications and Programming, SAGE Publications, Thousand 
Oaks. 
 
CPA (Certified Practising Accountant) Australia, 2004, Small business attracting 
skilled staff, Small Business Survey Program, Melbourne. 
 
Encel, S., 2003, Age can work: The case for older Australians staying in the 
workforce, Social Policy Research Centre, UNSW, April. 
 
Evans, M. and J. Kelley, 2002a, Which mature Australian men work?, Australian 
Social Monitor, 5, 7-13. 
 
Evans, M. and J. Kelley, 2002b, Women’s employment in middle and old age, 
Australian Social Monitor, 5, 39-51. 
 
Ghez, G. and G. Becker, 1975, The Allocation of Time and Goods Over the Life 
Cycle, New York, Columbia University Press. 
 
Gruen, D. and M. Garbutt, 2003, The output implications of higher labourforce 
participation, Australian Treasury Department, Treasury Working Paper 2002-03, 
October.  
 
Internal Revenue Service (IRS), 1996, Glad to be grey: tackling ageism at work 
1996, IRS Employment Review, 611, 13-16. 
 
13 
OECD, 2004, The Labourforce Participation of Mature Workers, OECD Economics 
Department, 1-15, May 2004. 
 
Pindyck, R. and D. Rubinfeld, 1992, Microeconomics, 2nd ed, Maxwell Macmillan, 
New York, U.S.A. 
 
Productivity Commission, 2005, Economic Implications of an Ageing Australia, 
Final Research Report, Productivity Commission, Canberra. 
 
Taylor, P., 2003, Mature workers, employer behaviour and public policy, Geneva 
Papers on Risk and Insurance, 28, 553-557. 
 
Woodland, A., 1987, Determinants of the labourforce status of the aged, Economic 
Record, 63, 97-114. 
14 
15 
 
Appendix 1 Structural Equation Models 
 
Multiple Group Model of Mature aged Worker Participation for the Not Retired/Retired Group – Final Model 
 
Pre-Retirement Health 
Status
Stereotypes of Older 
Workers
Pre-Retirement 
Economic 
Well-Being
Attitudes to Retirement
Org Programs for Older 
Workers
Personal
Organisational
Attitudes
Organisational 
Commitment
Job
Satisfaction
Work
Centrality
Plans for Retirement
0.15*/0.13*
0.20*/0.18*
0.77*/0.78*
0.73*/0.71*
0.78*/0.74*
0.06*/0.09*
0.02/0.17*
0.17*/0.17*
-0.07*/-0.08*
-0.36*/-0.34*
Not Retired Beta Weight/
Retired Beta Weights
Greater concerns with economic
well-being is predictive of less positive
attitudes to retirement
More positive org attitudes are 
predictive of less positive
attitudes to retirement
More positive stereotypes are predictive
of more positive org attitudes
Greater availability of org
is predictive of more
More positive stereotypes are predictive
programs
positive personal org attitudes
of more positive attitudes to retirement (retired grp only) 
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 Full Model of the Phased Retirement Process for the Retired Group – Final Model 
 
 
Pre-Retirement Health 
Status
Plans for Retirement
Stereotypes of Older 
Workers
Pre-Retirement 
Economic 
Well-Being
Post-Retirement Health 
Status
Post-Retirement
Economic 
Well-Being
Attitudes to Retirement
Org Programs for Older 
Workers
Personal
Organisational
AttitudesOrganisational Commitment
Job
Satisfaction
Work
Centrality
Retirement
Concerns
Spousal
Relationships
Pre-Retirement
Prep. Outcomes
Retirement
Adjustment
Satisfaction with
Retirement
Voluntariness of 
Retirement
0.18*
0.19*
0.18*
0.78*
0.69*
0.73*
0.75*
0.11*
0.14*
0.08
0.00
0.05
-0.30*
-0.25*
-0.21*
0.79*
0.06
0.17*
0.29* 0.10
-0.06
-0.04
-0.24*
-0.28*
0.82*
0.90*
0.42*
0.68*
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